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BRITISH FINANCE. 

(An Interview given by The Right Honourable 
Thomas McKinnon Wood, at that time 
Financial Secretary to the Treasury, to 
Mr. Tuohy, London Correspondent of the 
New York " World.") 

Q. : What I wanted, Mr. McKinnon Wood, in 
seeking an interview, was to ask you to give me 
some comparative information as to British and 
German finance — to draw a comparison between 
their main features. 

A.: Well, in their broad features a comparison 
of the finances of the two countries is possible ; in 
some respects and in detail it is impossible. In 
regard to British finance, it is easy to make a state- 
ment. We do not attempt or desire to conceal our 
position. Just as before the war, we still publish 
full financial statements, from which the whole 
world can judge exactly how we stand as to 
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^RUSSIAN MILITARISM. 

itself created. It then at once renewed its policy 
of inflation until the moment seemed good for 
gathering in this newly-created money through the 
issue of a fresh loan. This method is being 
repeated for the fifth time, and can be repeated 
indefinitely so long as confidence is not so 
completely broken that banks and war contractors 
revolt against Government pressure. The process 
has been helped in other ways. Stocks of raw 
material have been rapidly sold out, and the authori- 
ties have taken good care that the capital thus made 
liquid should (to a large extent) neither leave the 
country nor find any other employment than in 
financing the Government. The result is that the 
money market has been extremely easy, and the 
Government, having assumed the position not only 
of sole borrower, but of a borrower whose appeals 
few financiers or prominent business men dare to 
resist, has been able to float its loan on terms which 
by no means reflect the real state of Germany's 
credit. 

Q. : Can you give any figures which indicate 
inflation ? 

A. : Without going into any argument as to the 
total amount of the inflation, which has been the 
subject of controversy in Continental papers, we 
may take the Reichsbank return as an indication, 
though not a complete measure of the inflation. 
The last comparative return which I have seen 
showed on 15th September, 1916, a Bank note cir- 
culation of 6,878 million marks ; on the 1 5thSeptem- 
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PRUSSIAN MILITARISM. 

the war, the business men who have lent their 
realised capital to the State will require it again for 
the re-establishme\c of their businesses, and I 
fancy they will \t faced by considerable difficulties 
in trying to get it all back into liquid form. 

Q. : As to your borrowing abroad ? 

A.: We have borrowed in the United States, 
but the bulk of our borrowing has been at home. 
What we have raised abroad is a small fraction of 
our borrowing, is very amply secured, and repre- 
sents a comparatively small amount compared with 
our proved resources. Germany would have been 
very glad both to buy and to borrow abroad, if she 
had been in a position to do so. I need only point 
to the fate of the German loan, raised early in the 
war in the American market, and to her efforts in 
other countries, which, so far as one can judge, do 
not appear to have been very successful. With us, 
it was not a case of any difficulty in raising the 
money at home, but a question of exchange. We 
have been able to supplement our home resources 
by giving large orders for ourselves and our Allies 
to the United States, and to raise loans there was 
the best way of paying for these. But even in the 
matter of foreign borrowing, I think we shall in 
the end be better off than Germany. She is not 
borrowing abroad now for the best of all reasons — 
because she cannot. But what of the time after 
the war ? What of Germany's position then ? She 
has exhausted her stock of many essential raw 
materials. Her live-stock is seriously diminished. 

II 









-'\ ^s. 






K^*V. 



*>y 



Li u 



/ 



/ 



A* 






Qaytord Bros. 

Mak«r« 



PRUSSIAN MILITARISM. 



OHVVEHStTV OF MICHIGAN 




3 0015 06843 9416 






I 



I 



mure than the cost of transporting the sovereign 
across the Atlantic. After over two years of war 
we still have maintained our gold standard, while 
Germany from the first resorted to an inconvertible 
paper currency. Our policy of home taxation has 
been described by a German authority as "heroic," 
but no one can deny that it is sound finance, and has 
been successful. I am quite content to leave 
neutral countries to make their own comparison of 
German and British finance. They have declared 
their judgment in the figures of the foreign 
exchanges. 
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PRUSSIAN MILITARISM. 

to international relations. We have not. so far, got 
to the length in international relations of restricting 
the use of force to commissioned agents acting 
under impartial courts, to which the question of 
right may be referred. But in international 
matters, as well as in the civil life of a single com- 
munity, the use of force must be subject to these 
three limitations, and power to exercise force must 
be accompanied by such conditions as will secure 
their observation. Otherwise we have a thing 
which is both morally evil and a danger to 
humanity. 

" We know as the result of bitter experience the 
awful tragedies that may be enacted by a highly- 
organised military power moved by ambition to rule 
the world. We know how the smaller nations, not- 
withstanding existing guarantees and solemn 
treaties, may come under the grinding wheels of 
unrestrained militarism. What the Allies contend 
in regard to Germany is that its great military 
power is not subject to proper moral constraint ; 
that is, has not been used in accordance with such 
constraint, and that in spite of what has gone on 
for nearly two and a half years, there has, so far, 
been no change in this respect, and no prospect of 
change, so far as Germany itself is concerned. 

"Let me deal briefly with the contentions of 
the Allies regarding each of the limitations of 
which I have spoken. First of all, force, and power 
to exercise force, must be governed by a right spirit, 
and in regard to that the most important thing is 
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And the fact that there are no signs of improve- 
ment in this respect — the fact, for example, of the 
Belgian deportations — does not suggest any change 
in German temper. 

" Finally, the Allies contend that Germany has 
not used its great military power for right ends ; 
that it has prepared for and fought a war of agres- 
sion, not of defence. I am not going to repeat, 
however briefly, the detailed statement of the 
Allies' case on this point so far as that case consists 
in the history of what took place during and before 
the first week of August, 19 14. I believe the case 
is conclusive ; if anyone has any doubt, let him 
read what was written in Germany about the 
objects of war in August, 1914, and contrast with 
that which is said now. It is true that we no longer 
hear about Germany hacking its way through to a 
place in the sun, but that was a predominating note 
at the time when war was declared. We contend, 
therefore, that Germany neither held nor used its 
great military power subject to moral restraint. 
There was, indeed, nothing in its outlook to supply 
such restraint. We all reverence soldiers for the 
fact that they have made, and are prepared to make, 
supreme sacrifices, but when the self-sacrifice is 
made the basis of self-assertion, then a great virtue 
becomes the most dangerous of vices. Ask anyone 
who know German v what was the attitude of the 
military officer to Ihe civilian; recall the Zabern 
incident; recall the wide acceptance of the 
doctrines of Nietzsche, Trcitschke and Klausewitz 

17 



• > 

1 •*» &> « ' 



*• jt 







Qaylord Bros. 

Mak«r« 






J» '• 



PRUSSIAN MILITARISM. 

on in Germany in the past, and which has bitten 
deep into national thought. It is necessary not 
merely that those who have felt the suffering of war 
should feel the horror, but that the succeeding 
generations should do so also. The most effective 
method to secure this, and the only method to which 
history points for that purpose, is that it should be 
manifest that war has not paid. The surest 
guarantee of a change in German temper is such 
conditions of peace as, on the one hand, are not 
vindictive, but, on the other, make it so clear that 
Germany has suffered defeat as to render it 
impossible, even for a German historian, to main- 
tain that his country owed a debt to its military 
caste at the beginning of the 20th century. 

" Changes of national temper do not in general 
come suddenly ; they certainly do not come with- 
out observation. Unless, or until an overwhelming 
change comes in the German temper, we have not 
merely to do what is necessary to force a realisa- 
tion of the error of past policy, but to secure that, 
in so far as it continues, it will have ceased to be 
dangerous. Suppose we had a peace on the basis 
of status quo ante bellunt ? You forget that while 
Germany has failed to conquer her enemies, she has 
conquered her allies ; Germany has subordinated 
Austria, Turkey and Bulgaria wholly to her will, 
and middle Europe has become a political reality. 
It is impossible to return to the status quo as 
between Geimany and her allies, and that reason 
alone would make it impossible to accept the status 
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PRUSSIAN MILITARISM. 

" I have spoken of the necessity of breaking up 
middle Europe in order that a dangerously great 
power may not remain under German control. 
That is true, but I think labour would be disposed 
to approach the question of the Turk rather from 
the point of view which I last mentioned. Though 
Armenian atrocities are not much talked about here, 
they have undoubtedly made a deep impression on 
the minds of the working population who, I think, 
are determined that never again shall a Christian 
nation be under the yoke of the Turk. When you 
have said they were as complete and as terrible as 
it was possible for unscrupulous brutality to secure, 
you have said all there is to be said. They are not 
much talked about in this country, but this country 
would never tolerate either possibility of their 
repetition, or their escape from signal punishment. 

" You ask what will be Labour's position after 
the war, and you talk as though labour were in a 
less favourable position during the war than before. 
It is true that labour has sacrificed certain privileges, 
but the question of the restoration of privileges, 
where in somewhat changed conditions these are 
still desired, or of the securing of equal or greater 
privileges in other directions, is not a matter of 
existence of this or that privilege at present in 
utterly abnormal circumstances, but of the temper 
in which these problems will be faced after the 
war, and of the political power which labour will 
then possess to secure attention for its views. 

" I am not going to discuss at the very end of 
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